VIRGINIA:

BEFORE THE VIRGINIA GAS AND OIL BOARD

APPLICANT: POCAHONTAS GAS PARTNERSHIP

DIVISION OF
[ODIFICATION OF VIRGINIA GAS GAS AND OIL
\ND OIL BOARD ORDER NO. VGOB
1-1119-0162 ENTERED MAY 28, 1992
IND EFFECTIVE AS OF DECEMBER 17,
991, FOR THE PURPOSE OF EXTENDING
HE BOUNDARIES OF THE OAKWOOD
JOALBED METHANE GAS FIELD

II TO INCLUDE AN AREA IN BUCHANAN
JOUNTY, VIRGINIA, AS DESCRIBED

IN PARAGRAPH 7.a. BELOW AND

RELIEF SOUGHT:

Docket No. VGOB
92-0216-0336
Docket No. VGOB
93-0316-0349

B3 s oap
0

(herein sometimes referred to
"Hurricane Branch Extension”)
TO ESTABLISH DRILLING UNITS
THIN SAID HURRICANE BRANCH
TENSION

LEGAL
DESCRIPTION: BUCHANAN COUNTY, VIRGINIA
(SEE DESCRIPTION SET FORTH
PARAGRAPH 7.a. BELOW AND
PLATS ATTACHED HERETO AS
EKHIBITS A AND B)
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REPORT OF THE BOARD
FINDINGS AND ORDER
1. Hearing|Date and Place: This matter came on for hearing pefore the

Virginia Gas and Oil|Board (hereafter "Board") at 9:00 a.m. on February 16, 19%
Dickenson Conference Room, Southwest Virginia 4-H Center, Abingdon, Virgini

3.

person identified by| the Applicant as a potential owner of the coalbed met
gas underlying the area described in Paragraph 7.a. below and depicted in
plats attached heret9 as Exhibit A and Exhibit B, and (2) has given notice to
parties so identified (hereafter sometimes "person(s)") whether referring
individuals, corporations, partnerships, associations, companies, businesseg
trusts, joint venturgs or other legal entities) and entitled by §§ 45.1-36
and 45.1-361.20, Virginia Code, 1950 as amended, to notice of this applicat
and (3) that the persons set forth in Exhibit C hereto are the persons
identified by Applicant. Further, the Board has caused notice of this hea
to be published as rgquired by §45.1-361.19.B., Virginia Code, 1950 as amends




all
ot

Whereupcn, the Board hereby finds that the notices given herein satisf
statutory requirements, Board rule requirements and the minimum standar
state due process.

4.

5.

G ed: Applicant seeks to modify the coalbed methane|gas
field (herein the "Pakwood II Field") as established by Order No. VGOB-91-1}19-
0162 dated May 28, 1992, and effective December 17, 1991, (hereinafter ||the
"Oakwood II Order") to: (a) extend the boundaries of the Oakwood II Field as
originally established by the Oakwood II Order to include that area in Buchdgnan
County, Virginia, described in Paragraph 7.a. below and depicted in the Plats

attached as Exhibits A and B, (herein "Hurricane Branch Extension") fou
ent and production of Unsealed Gob Gas, Short Hole Ga
authorized by the Code of Virginia (sometimes h

hearing show that the Pool underlying the Hurricane Branch Extension has the [sdme
characteristics as, d a similar nature to, the Pool underlying the Oakwo
Field and that their |combined areas should be treated as a common coalbed methane
pool or reservoir supject to the field rules established by: (1) the Oakwoo
Order, as amended hereby (collectively "Oakwood II Order™); and (2) OGCB O
No 3-90 entered May (18, 1990 as amended on April 5, 1993 by VGOB Order No.| 95-
0216-0325 (collectively "Oakwood I Order"); therefore, the requested relie
this cause be and hereby is granted. Pursuant to § 45.1-361.20, Cod
Virginia, 1950 as nded, the Oakwood II Order is modified and amended in
following respects:

a. Paragraph Numbered 7.b. of the Oakwood II Order is amended
provide that in additiion to the area included within the Oakwood II Field as #-
forth and described |in said Paragraph 7.b., the boundaries of the Oakwood
Field are extended tg include the Hurricane Branch Extension, an area bounde+
follows:

Beginning at a point Virginia (South Rectangular) State
Plane Coordinate N 345,234 E 1,017,643 thence S 87« 15° |
191 E 11,195.84 feet to a point (N 344,815 E 1,028,831),
thence S 02¢ 00’ 35 W 16,851.37 feet to a point (N
327,974 E 1,028,240), thence N 870 50’ 10" W 11,203.99
feat to a point (N 328,397 E 1,017,044), thence N 02
02’ 15" E 16,847.65 feet to the point of Beginning,
containing 4,320 acres, more or less.

The area |described in Paragraph 7.b. of the Oakwood II Order wh
combined with the Hurricane Branch Extension shall be considered a disti
coalbed methane reservoir or pool and the same be and hereby are collectivelly
denominated the "Oakwpod Coalbed Methane Gas Field II". r




b.

that the drilling units established for the Oakwood Coalbed Methane Gas Fi l! I

shall be aligned a

on both the map attached to the Oakwood II Order as Exhibit A and th

attached hereto as

C.
replaced with the

Haragraph 7.d. of the Oakwood II Order is amended to pr

d arranged so that they shall constitute a grid as depi
xhibit B.

ragraph 7.e. of the Oakwcod II Order is deleted in totp|lknd
following language:

In conjunction with the Oakwood I Order, establishes a uni
method of development in the Oakwood Coalbed Methane Gas F

If for the various methods and phases of production |bgth
b

1

fore, during and after long wall mining of the coal

cated therein. Specifically, the Board adopts the folld
method for calculation of production, revenue and costs
production of Coalbed Methane Gas from Short Hole, Unsaa
Gob or any well authorized by the Code of Virginia depe m!nt
upon the particular long wall mining plan applicable to ch
80-acre unit once the long wall panel(s) located in hhe
drilling unit has been isolated by the driving of ent s.
(The following method of calculation shall not, howeve 1-!
td wells producing under the Oakwood I Order unless and unHi
stances contemplated by subparagraph 3.i. below have

implemented within each affected 80-acre dril
unit and in particular, based upon the mineral acreage
platted upon the surface, in each 80-acre drilling
actually contained within a long wall panel as depicted
sajid mine plan. Except as otherwise provided herein, a dapy
of| the pertinent portion of the mine plan being utilized
calculate production, revenue and costs from any affected s
acre drilling unit shall be filed of record with the Bdgazgd
prior to the payment of any revenue based upon :"h
calculations. The formula or division of interest [|fdr
production from any 80-acre drilling unit affected by a lprg
wall panel and from any separately owned tract in any such B0
acge unit shall be calculated as follows:

1. For short Hole Gas - The amount of production produted
from and attributed to each 80-acre drilling unit shg
be the ratio (expressed as a percentage) that the amour
of mineral acreage, when platted on the surface, whic
is both in the affected unit and the long wall pan

bears to the total mineral acreage, when platted on f

surface, contained within the entire long wall pane
affecting such 80-acre drilling unit.

2. For Unsealed Gob Gas - The amount of production produde
from and attributed to each 80-acre drilling unit sha

be the ratio (expressed as a percentage) that the amo
of mineral acreage, when platted on the surface, whi
is both in the affected unit and the long wall pa
bears to the total mineral acreage, when platted on
surface, contained within the entire long wall pang
affecting such 80-acre drilling unit.

-




3. i. For Gas from Any Well Located in a Long Wall|P
After actual commencement of coal operations
driving of entries and completion of isolation of| a
wall panel, the amount of Gas produced from such
and attributed to each 80-acre drilling unit sha
the ratio (expressed as a percentage) that the amd
mineral acreage, when platted on the surface, whi
both in the affected 80-acre drilling unit aho
isolated long wall panel, bears to the total mi
acreage, when platted on the surface, contained
the entire long wall panel affecting such q acre
drilling unit.

ii. Prior to the actual commencement of coal
operations by the driving of entries and completidn of
isolation of a long wall panel, gas from any
located in a proposed long wall panel shall be prps

from and allocated to only the 80-acre drilling u in
which the well is located.
d. Paragraph 7.f. of the Oakwood II Order is deleted in totg| and

replaced with the following:

rovides that the Virginia Gas and 0il Inspectqr
pecifically authorized by the Board to, in his discr on,
uthorize the drilling of more than one well per unit puxsgant
o the provisions of § 45.1-361.20.C., Code of Virgigia;
owever, the costs of drilling and operating such wells ag|are
uthorized by the Inspector hereunder in units which are |fdrce
ooled by order of the Board may not be allocat
articipants or carried interest owners unless and untill quch
llocation is approved by Board order.

e. he Oakwood II Order, as améndad hereby, shall apply t
Operators exploring, developing and/or producing coalbed methane gas withi
Oakwood ‘Coalbed Methane Gas Field II. i

-3

£. Except as specifically modified by Paragraphs 7.a., 7.b.,
7.d. and 7.e hereof} the Oakwood II Order shall remain in full force and e
in accordance with its terms which are hereby extended in their applicati
the Hurricane Branch Extension within the Oakwood Coalbed Methane Gas Fiel

—ﬁy-e—v_n

8.
The strata within the Hurricane Branch Extension consist
sandstone,
formations in ascending stratigraphic order are the Pocahontas (which con
the Pocahontas No. There is approximately 800 |f

River formation horfizon. Structurally, this area lies in the asymmetri
southwesterly plunging Dry Fork Anticline. Strata dips are to the northwes
approximately 1 degree. The Dry Fork Anticline plunges approximately 0.5 deg
to the Southwest.

b. Applicant claims a right to explore for, develop and pro
coalbed methane gas| underlying 80.593% of the lands encompassed within
boundaries of the Hufrricane Branch Extension.

ch The evidence presented indicates that the boundaries of
Pool underlying the Qakwood Coalbed Methane Gas Field II may extend even bey
the Hurricane Branch [Extension; however, the Board did not have before it at
time of the hearing sufficient information to determine the extent, beyond

4




Hurricane Branch Extension, to which the boundary of the Pool might extend,
therefore, the Board reserves ruling on extending said boundary of the
beyond the Hurricarne Branch Extension until such time as it has more comp
evidence before it {to define the ultimate extent of the pool.

9. Conclus

terms and provision
IT IS SO ORDERED.

on: Therefore, the requested relief in accordance wit
set forth in Paragraph 7 above be and hereby are grante

10. Effectiye Date: This Order shall be effective as of February
1993, the date of the hearing on this matter.

DONE AND EXECUTED this égz day of ki + 3993, b
and OL1

majority of the Virginia Gas Board.

g G
DONE AND PERFORMED this %3 day of e , 1993,

Order of this Board.
ﬁ”‘—/

Byr homas Fulmer éf
Prjhcipal Executive o the Staff
Virginia Gas and 0il Board

STATE OF VIRGINIA )
COUNTY OF WISE )

personally before me notary public in and for the Commonwealth of Virgin
appeared Benny Wampler, being duly sworn did depose and say that he is Chai

of the Virginia Gas and 0il Board, that he executed the same and was authori
to do so.

Acknowledged orJa this ,gv”—«( day of dw <29
Cr

Susan G. Garrett
Notary Public

My commission expires |7/31/94




STATE OF VIRGINIA )
COUNTY OF WASHINGT )

/12/ (C;7
Acknowledged |[on this 52 3 day of P
personally before mp a notary public in and for /the Commonwealth of Vlrg

appeared Byron Thomas Fulmer, being duly sworn”’did depose and say that
Principal Executive| to the Staff of the Virginia Gas and 0Oil Board,

executed the same and was authorized to do so.
PR /Aﬁu

Diane J. Davis
Notary Public

My commission expires 9/30/97




VIRGINIA:
BEFORE THE VIRGINIA GAS AND OIL BOARD
APPLICANT: POCAHONTAS GAS PARTNERSHIP

DIVISION OF
GAS AND OIL

RELIEF SOUGHT:

ODIFICATION OF VIRGINIA GAS

D OIL BOARD ORDER NO. VGOB
1-1119-0162 ENTERED MAY 28, 1992
EFFECTIVE AS OF DECEMBER 17,
991, FOR THE PURPOSE OF EXTENDING
HE BOUNDARIES OF THE OAKWOOD
OALBED METHANE GAS FIELD

I TO INCLUDE AN AREA IN BUCHANAN
OUNTY, VIRGINIA, AS DESCRIBED

N PARAGRAPH 7.a. BELOW AND
EPICTED ON THE PLATS ATTACHED
RETO AS EXHIBITS A AND B 3
herein sometimes referred to

s "Hurricane Branch Extension”)
TO ESTABLISH DRILLING UNITS

Docket No. VGOB
92-0216-0336
Docket No. VGOB
93-0316-0349

5]

LEGAL
DESCRIPTION: BUCHANAN COUNTY, VIRGINIA
PARAGRAPH 7.a. BELOW AND
LATS ATTACHED HERETO AS
EXHIBITS A AND B)
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REPORT OF THE BOARD
FINDINGS AND ORDER

ce: This matter came on for hearing befordg f
Board (hereafter "Board") at 9:00 a.m. on February 16, 198
Room, Southwest Virginia 4-H Center, Abingdon, Virginlig

% 5 Hearing
Virginia Gas and 0Oil
Dickenson Conferenc

24 e: Elizabeth McClanahan of the law firm of Penn, Stupr
Eskridge & Jones appeared for the Applicant; Mark A. Swartz appeared of OXY USP
Inc. and Island Cre Coal Company; Kyle Robinson, Melleg Estridge and Charle
Presley appeared prg se; and Sandra B. Riggs, Assistant Attorney General, | wE
present to advise the Board.

3. Jurisdiction and Notice: Pursuant to Sections 45.1-361.1 |E
seg., Virginia Code,| 1950 as amended, the Board finds that it has jurisdicti
over the subject matter. Based upon the evidence presented by Applicant,
Board also finds that|the Applicant has (1) exercised due diligence in conductip
a meaningful search of reasonably available sources to determine the identity|a
whereabouts of each gas or oil owner, coal owner, or mineral owner, or in
case of conflicting flaims to the ownership of the coalbed methane gas,

person identified by |the Applicant as a potential owner of the coalbed met
gas underlying the area described in Paragraph 7.a. below and depicted in
plats attached hereto|as Exhibit A and Exhibit B, and (2) has given notice to
parties so identifieqd (hereafter sometimes "person(s)") whether referring
individuals, corporatiions, partnerships, associations, companies, business
trusts, joint ventur or other legal entities) and entitled by §§ 45.1-361
and 45.1-361.20, Virgfinia Code, 1950 as amended, to notice of this applicati
and (3) that the pexsons set forth in Exhibit C hereto are the persons|g
identified by Applicaht. Further, the Board has caused notice of this hearirs
to be published as required by §45.1-361.19.B., Virginia Code, 1950 as amend




Whereupon, the Bo
statutory require
state due process.

rd hereby finds that the notices given herein satisfy| all
nts, Board rule requirements and the minimum standar %

4. None.
S. None. L
5 ested: Applicant seeks to modify the coalbed metha

field (herein the
0162 dated May 28
"Oakwood II Order"

akwood II Field") as established by Order No. VGOB-91
1992, and effective December 17, 1991, (hereinafte
to: (a) extend the boundaries of the Oakwood II Fi
originally established by the Oakwood II Order to include that area in Bu
County, Virginia, described in Paragraph 7.a. below and depicted in the
attached as Exhibits A and B, (herein "Hurricane Branch Extension") fo
exploration, development and production of Unsealed Gob Gas, Short Hole G
Gas from any Well authorized by the Code of Virginia (sometimes h
collectively referrpd to as "Coalbed Methane Gas" or "Gas") from all seams

the Tiller Seam, ingluding but not limited to the Upper Seaboard, Greasy C
Middle Seaboard, wer Seaboard, Upper Horsepen, Middle Horsepen, War Creg
Lower Horsepen, Pocihontas No. 9, Pocahontas No. 8, Pocahontas No. 7, Pocahonkas
No. 6, Pocahontas Na. 5, Pocahontas No. 4, Pocahontas No. 3, Pocahontas No. s
various unnamed seans and all zones in communication therewith and all produ ve
extensions thereof (hereinafter the "Pool”); (b) extend the applicability o
Oakwood II Order, as modified hereby, to all Operators exploring, developin
producing Coalbed thane Gas from unsealed gob areas, short holes, or

authorized by the Cpde of Virginia to the Hurricane Branch Extension; an
establish drilling units for the Hurricane Branch Extension of the Oakwo
Field in accordance |with the criteria set forth in the Oakwood II Order and
depicted in Exhibit |B hereto.

ranted: Available data and the evidence adduced at
Pool underlying the Hurricane Branch Extension has the
nd a similar nature to, the Pool underlying the Oakwo

combined areas should be treated as a common coalbed metha
pool or reservoir subject to the field rules established by: (1) the Oakwoo
Order, as amended hereby (collectively "Oakwood II Order”); and (2) OGCB Ord
No 3-90 entered May 18, 1990 as amended on April 5, 1993 by VGOB Order No.
0216-0325 (collectiveply "Oakwood I Order”); therefore, the requested relie
this cause be and hereby is granted. Pursuant to § 45.1-361.20, Cod
Virginia, 1950 as nded, the Oakwood II Order is modified and amended in
following respects:

hearing show that th
characteristics as,
Field and that their

a. Paragraph Numbered 7.b. of the Oakwood II Order is amende
provide that in additiion to the area included within the Oakwood II Field as |s
forth and described |in said Paragraph 7.b., the boundaries of the Oakwood I
Field are extended to| include the Hurricane Branch Extension, an area bounded
follows:

Beginning at a point Virginia (South Rectangular) State
Plane Coordinate N 345,234 E 1,017,643 thence S 87« 15°
19" E 11,195.84 feet to a point (N 344,815 E 1,028,831),
e 8029 00° 35" W' 1§;851.37 feet to a point (N
,974 E 1,028,240), thence N 87¢ 50’ 10" W 11,203.99
to a point (N 328,397 E 1,017,044), thence N 02
15" E 16,847.65 feet to the point of Beginning,
containing 4,320 acres, more or less.

The area described in Paragraph 7.b. of the Oakwood II Order wheh
combined with the Hurricane Branch Extension shall be considered a disti
coalbed methane reseryoir or pool and the same be and hereby are collectiwv
denominated the "Oakwgod Coalbed Methane Gas Field II".

=0
<




replaced with the fpllowing language:

aragraph 7.d. of the Oakwood II Order is amended to provide

conjunction with the Oakwood I Order, establishes a unif
thod of development in the Oakwood Coalbed Methane Gas Fi

for the various methods and phases of production
fore, during and after long wall mining of the coal
cated therein. Specifically, the Board adopts the foll-
thod for calculation of production, revenue and costs
roduction of Coalbed Methane Gas from Short Hole, Unsaa
Ggb or any well authorized by the Code of Virginia dependg
upon the particular long wall mining plan applicable to E
80d-acre unit once the long wall panel(s) located in
drilling unit has been isolated by the driving of entriees
(The following method of calculation shal ot, however, appll
to wells prod ci.- under the Oa kwood I0 de unless and uhth

bga3roH3 H

-4
, = e
octurred. ) Tha desxgnated ope:atcr of any 80—acre dril g
unit or units within the boundaries of which any long N
panel which has been isclated by the driving of entrieg |ls
lotated and from which Unsealed Gob Gas, Short Hole Gas or |Gas
from any Well authorized by the Code of Virginia is produced,
shall calculate production and revenue based upon the n'ie
plan as implemented within each affected 80-acre dril ing
unit and in particular, based upon the mineral acreage,| ds
platted upon the surface, in each 80-acre drilling u i
ac-ually contained within a long wall panel as depicted
said mine plan. Except as otherwise provided herein, a cop
of |the pertinent portion of the mine plan being utzlized
caliculate production, revenue and costs from any affected
acrp drilling unit shall be filed of record with the Bo
pripr to the payment of any revenue based upon ch
caleculations. The formula or division of Lnterelt
production from any 80-acre drilling unit affected by a l-
wall panel and from any separately owned tract in any such 8
acre unit shall be calculated as follows: l

1

I, For sho ole Gas - The amount of production produce
from and attributed to each 80-acre drilling unit sha -
be the ratio (expressed as a percentage) that the amouht
of mineral acreage, when platted on the surface, whi .
is both in the affected unit and the long wall pane
bears to the total mineral acreage, when platted on the
surface, contained within the entire long wall pan
affecting such 80-acre drilling unit.

g For Unsealed Gob Gas - The amount of production producad
from and attributed to each 80-acre drilling unit sha

be the ratio (expressed as a percentage) that the amount
of mineral acreage, when platted on the surface, whid
is both in the affected unit and the long wall pane

bears to the total mineral acreage, when platted on thg
surface, contained within the entire long wall panel
affecting such 80-acre drilling unit.




3. i. For Gas from Any Well Located in a Long WalllF
After actual commencement of coal operations
driving of entries and completion of isolation of| a
wall panel, the amount of Gas produced from such|a
and attributed to each 80-acre drilling unit sha
the ratio (expressed as a percentage) that the am
mineral acreage, when platted on the surface, whi

isolated long wall panel, bears to the total

acreage, when platted on the surface, contained
the entire long wall panel affecting such 8
drilling unit.

k. Prior to the actual commencement of coal

from and allocated to only the 80-acre drilling u
which the well is located.

d.
replaced with the

rovides that the Virginia Gas and 0il Inspecto
pecifically authorized by the Board to, in his discre
thorize the drilling of more than one well per unit pur

the provisions of § 45.1-361.20.C., Code of Virg
wever, the costs of drilling and operating such wells a
thorized by the Inspector hereunder in units which are fgo
oled by order of the Board may not be allocated
rticipants or carried interest owners unless and until|sg
location is approved by Board order.

e Oakwood II Order, as amended hereby, shall apply to
developing and/or producing coalbed methane gas within &
ane Gas Field II. y

a. T
Operators exploring
Oakwood Coalbed Met

£. Except as specifically modified by Paragraphs 7.a., 7.b., 7
7.d. and 7.e hereof,| the Oakwood II Order shall remain in full force and ef
in accordance with ifts terms which are hereby extended in their applicatio
the Hurricane Branch|Extension within the Oakwood Coalbed Methane Gas Field

8.

strata within the Hurricane Branch Extension consist

sandstone, shales and coals of the Lower Pennsylvania Pottsville Group.

River formation horigon. Structurally, this area lies in the asymmetric
southwesterly plungi Dry Fork Anticline. Strata dips are to the northwest| 3
approximately 1 degree. The Dry Fork Anticline plunges approximately 0.5 degreek
to the Southwest.

b. App
coalbed methane gas

boundaries of the Hur

icant claims a right to explore for, develop and producgg
nderlying 80.593% of the lands encompassed within
icane Branch Extension.

c. The |evidence presented indicates that the boundaries of
Pool underlying the Oakwood Coalbed Methane Gas Field II may extend even bey
the Hurricane Branch Ektension; however, the Board did not have before it at
time of the hearing syfficient information to determine the extent, beyond t




Hurricane Branch Extension, to which the boundary of the Pool might extend,
therefore, the Board reserves ruling on extending said boundary of the
beyond the Hurricane Branch Extension until such time as it has more comp
evidence before it |to define the ultimate extent of the pool.

Therefore, the requested relief in accordance wit
terms isi set forth in Paragraph 7 above be and hereby are granted
IT IS SO ORDERED.

10. Effectiye Date: This Order shall be effective as of February
1993, the date of the hearing on this matter.

DONE AND EXECUTED this é day of
majority of the Virginia Gas and Oil Board.

e , 1993,

DONE AND PERFORMED this o<J day of s , 1993,
Order of this Board. i

Byr Thomas Fulmer £/
Prghcipal Executive o the Staff
Virginia Gas and 0il Board

STATE OF VIRGINIA )
COUNTY OF WISE )

personally before me
appeared Benny Wampler, being duly sworn did depose and say that he is Chai
of the Virginia Gas and 0il Board, that he executed the same and was authori

to do so.
= o,

Susan G. Garrett
Notary Public

Acknowledged or} this ,gi'ﬂ‘(’ day of d"u’-—/ ¢ 39

My commission expires [7/31/94

notary public in and for the Commonwealth of Virgini




STATE OF VIRGINIA

COUNTY OF WASHINGTON

/13/
Acknowledged | on this é? 3 day of iy ’

personally before

Principal Executiwv
executed the same

My commission expir

e a notary public in and fog/the Commonwealth of Virg
appeared Byron Thomas Fulmer, being duly sworn did depose and say that

d was authorized to do so.

%

to the Staff of the Virginia Gas and 0il Board, th

tél(:22?,y—4,x -,Lfi;;x;/

Diane J. Davis
Notary Public

s 9/30/97




